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Part 1 - Annual Budget 


1. Mayor’s Report 


This budget is the last one for this term of office that was elected in May 2011. This 
budget is made in a year where we have obtained Clean Audit opinion from the 
Office of the Auditor-General in the auditing of 2015 financial year. 

This budget comes in an election year where we are faced with elections and to 
compound the matter is the period that the Council must adopt the budget as we are 
not yet clear about the election date. 

Our budget is aligning with our strategic objectives as set out in the IDP. 

• Fully fledged vehicle and drivers testing station (Grade A) 

• Firefighting station building 

• Putting infrastructure in undeveloped land to facilitate economic growth 

• Electricity projects subject to budget availability by Eskom 

• Roads network funded by Municipal Infrastructure Grant (MIG) 

• Community structures in terms of halls and sports facilities 


Non-payment for property rates, refuse is still a growing concern for the municipality 
as there is a continued increase in the debt owed by the residents, this is caused by 
current economic climate and high levels of poverty we are experiencing in our 
region. The other worrying factor is non-payment by government departments. 

This is causing a strain on the municipal finances and the legal avenues are 
currently being explored to ensure that these are paid. 

The municipality is also seeing a high exodus of skilled employees leaving for other 
municipalities, this creates a vacuum that is hard to fill, the primary cause is seen as 
the salaries, this puts us on a tight corner as we must also ensure that we do not 
exceed the maximum norm for salary costs. 


2. Council Draft Resolutions 


1. TFIAT the Council of Nquthu Municipality, acting in terms of section 24 of the 
Municipal Management ACT, (Act 56 of 2003) approves and adopts: 

1.1 The annual budget of the municipality for the financial year 2016/17 and the 
multi-year and single-year capital appropriations as set out in the following 
tables: 

1.1.1 Budgeted financial performance (revenue and expenditure by standard 
classification) as contained in Table A2 on page 24; 
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1.1.2 Budgeted financial performance (revenue and expenditure by type) as 
contained in table A3 on page 26; 

1.1.3 Budgeted financial performance ( revenue by source and expenditure by 
type) as contained in Table A4 on page 28; and 

1.1.4 The Multi-year and single-year capital appropriations by municipal vote 
and standard classification and associated funding by source as contained 
in Table A5 on page 30. 

1.2 The financial position, cash flow budget, cash-backed reserve/accumulated 
surplus, asset management and basic service delivery targets are approved 
as set out in the following tables: 

1.2.1 Budgeted financial position as contained in Table A6 on page 32; 

1.2.2 Budgeted Cash Flows as contained in Table A7 on page 34; 

1.2.3 Cash-backed reserves and accumulated surplus reconciliation as 
contained in Table A8 on page 34; 

1.2.4 Asset management as contained in Table A9 on page 36; and 

1.2.5 Basic service delivery measurement as contained in Table AlO on page 
38. 

2. The Council of Nquthu Local Municipality, acting in terms of section 75A of the 
Local Government: Municipal Systems ACT (ACT 32 of 2000) approves and 
adopts with effect from 1 July 2016: 

2.1 the tariffs rates property - as set out in the Annexure A 

2.2 the tariffs for electricity - as set out in Annexure B 

2.3 the tariffs for solid waste services - as set out in Annexure 


3. The Council of Nquthu Local Municipality, acting in terms of section 75A of 
the Local Government: Municipal Systems ACT (ACT 32 of 2000) approves 
and adopts with effect from 1 July 2016 the tariffs for other services, as set 
out in annexure C. 

4. To give proper effect to the Municipality’s annual budget, the Council of 
Nquthu Local Municipality approves: 

4.1 That cash backing is implemented through the utilization of a portion of the 
revenue generated from the property rates to ensure that all capital reserves 
and provisions, unspent conditional grants are cash backed as required in 
terms of the municipality’s funding and reserves policy as prescribed by 
section 8 of the Municipal Budget and Reporting Regulations. 

4.2 That the Municipal manager be authorized to sign the quality certificate. 

5. The draft tabled budget be sent to Provincial Treasury and National Treasury 
as legislated both in electronic and printed format as legislated. 

6. The public consultation process be undertaken as legislated. 
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3. Executive Summary 


The municipality as is the case in the whole is faced with financial difficulties and 
there is a pressure to continue with controlled spending and continue reducing 
expenditure that is unnecessary. 

We have seen our Equitable Share being reduced by R 5 million from the projections 
indicated in 2015 Division of Revenue Act (DoRA). 

The municipality has identified the piece of land that we must dispose so that we can 
see economic spin-offs, these will be used for residential as well as commercial 
purposes. The only set-back that we have is that this does not have existing 
infrastructure in terms of roads, electricity and water. We have obtained the costing 
assessment for this and with our available resources we will not be able to afford it 
therefore we shall look at other funding alternatives that we may have, like taking out 
loan for this. 


4. Operating Revenue Framework 


5. Operating Expenditure Framework 


6. Capital expenditure 
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Part 2 - Supporting Documentation 


7. Overview of the annual budget process 


The Council adopted the Budget Preparation Process plan on 31 August 2015 for 
the preparation of 2016/2017 - 2018/2019 budget. The resolution for this as well as 
the plan itself were sent to Treasury and also placed on the municipal website. 

The Budget steering committee meetings have been held as per the process plan. 


8. Overview of alignment of annual budget with IDP 


9. Measurable performance objectives and indicators 

• Financial Indicators 

Liquidity ratios 

Debtors and creditors management 


10. Overview of budget related-policies 


The budget policies had not been changed for this financial year. These are the 
policies that we have in the municipality. 

• Tariff Policy on Property Rates 

• Tariff Policy on Electricity 

• Tariff Policy on Refuse Removal/Solid Waste 

• Municipal Property Rates Policy 

• Credit Control and Debt Collection Policy 

• Cash Management and Investment Policy 

• Borrowing Policy 

• Funding and Reserves Policy 

• Policy related to long-term financial planning 

• Supply Chain Management Policy 

• Policy related to the Management and Disposal of Assets 

• Policy relating to dealing with infrastructure investment and capital projects 

• Indigents Policy 

• Budget Implementation and Management Policy 
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The Municipal Property Rates Policy has proposed amendments emanating from the 
amendments made to the Property Rates Acts. The SCM policy has been amended 
to include the regulations that have been amended. 


11. Overview of budget assumptions 


The municipality is not immune to the current economic climate facing the country 
and there has been a slow payment for services rendered by the consumers. We are 
also experiencing high losses on the electricity trading account and the Electricity 
department is looking at means to reduce these losses and turn-around the situation. 

In light of this challenge we have adopted a conservative approach when dealing 
with the available resources and we are continuously putting aside excess unspent 
funds into reserves for future usage. We aim to keep our current ratio to be above six 
months considering that we are facing such challenges as the municipality. 

The municipality is receiving the MIG R 29 million (2016: R 27 million) as well as 
INEP R 18 million (R 9 million) which is used to fund the infrastructure investments. 
We have also benefitted from COGTA with a Massification Grant of R 9 million 
(2016: R 14 million), which is utilized to fund the electrification on sum areas where it 
will take time for Eskom to electrify. 


12. Overview of budget funding 


The municipal is still highly dependent on Equitable Share to fund its operations. 
Which this financial year we saw a drop of R 5 million from the indicative allocations 
given in 2015 DoRA. The current year Equitable Share is R 110 million. 

The municipality is currently putting cash not needed on short-term investments that 
do not exceed a period of 90 days so that interest could be earned to fund the 
operations of the municipality. 


13. Expenditure on grants and reconciliations of unspent funds 


14. Allocations on grants made by the municipality 
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There are no grants that are made by the municipality to any outside entity. 

15. Councillor and employee benefits 


The councilor remuneration is currently paid out using the recent councilor 
remuneration gazette and we have been graded as Grade 3 for the purpose of 
councilor remuneration. There are currently 34 councilors with only the Mayor and 
Deputy Mayor who are full-time. 

The management is made up of 5 managers who are all on contracts. The whole 
staff complement is 180 employees. 


16. Monthly targets for revenue, expenditure and cash flow 

17. Annual budgets and SDBIPs - internal departments 

18. Contracts having future budgetary implications 

The municipality does not have any contracts that are beyond the 3 year that is 
being budgeted for. 


19. Capital expenditure details 


The capital budget of the municipality is mainly made up of MIG as well as own 
funding. Due to the high backlog of the infrastructure in our area it is always difficult 
for the municipality to spend 40% of its capital budget on Renewal of Existing Assets 
- that is required - due to the fact that we must still service those backlog. 


Class 

Amount 

Source of funding 
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20 . 


Legislation compliance status 


Compliance with the MFMA implementation requirements have been substantially 
adhered to through the following activities: 


1. In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a 
monthly basis. Section 71 reporting to the Mayor (within 10 working days) has 
progressively improved and includes monthly published financial performance on 
the municipality’s website. 

2. Internship programme 

The municipality is participating in the Municipal Financial Management 
Internship programme and has employed five interns undergoing training in 
various divisions of the Financial Services Department. 

3. Budget and T reasury Office 

The Budget and Treasury Office has been established in accordance with the 
MFMA. 

4. Audit Committee and Internal Audit 

An Audit Committee has been established and is fully functional. The Internal 
Audit function is co-sourced with an internal staff member as well as consulting 
firm. 

5. Service Delivery and Implementation Plan 


6. Annual Report 

Annual report for the period ending 30 June 2015 has been compiled in terms of 
the MFMA and National Treasury requirements. 

7. MFMA Training 

All the Senior Managers, middle management and SCM officials has undertaken 
the minimum competency levels training and this is now being cascaded to the 
Middle management as well as other officials within the municipality. 

8. Policies 
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The amendments made to the Municipal Property Rates Act has been consolidated 
to the Rates Policy. 


9. Central Supplier Database 


With the introduction of the Central Supplier Database set to be implemented as 
from 01 July 2016 the municipality is busy with assisting all the local service 
providers to register on this platform so that they can be able to vend with the 
municipality. This is facilitated by the LED department in consultation with the SCM 
unit. 


21. Other supporting documents 

22. Municipal standard chart of accounts (M-SCOA) 

The municipality is currently undertaking all the regulated processes and directives 
of the M-SCOA circulars. 

Our current financial system service provider has pilot sites and we are awaiting 
confirmation from NT if they have been confirmed compliant. 

The following has been achieved so far: 

• Tabling of M-SCOA regulations to council 

• Steering committee selection 

• Project champion election 

• M-SCOA risk register 

• Submission of Activity/business plan 

• MOL) with current service provider 

• Monthly steering committee meetings 


The current estimates for M-SCOA implementation is R 2, 6 million and this shall be 
funded from MFMG as well as own funding. 
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23 . 


Municipal Manager’s quality certificate 


I , Municipal Manager of Nquthu Local Municipality, 

hereby certify that the annual budget and supporting documentation have been 
prepared in accordance with the Municipal Finance Management Act and the 
regulations made under the Act, and that the annual budget and supporting 
documents are consistent with the Integrated Development Plan of the municipality. 


Print Name: 

Municipal Manager of Nquthu Municipality (KZN242) 

Signature: 

Date: 
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